
BEFORE THE 

CALIFORNIA BOARD OF ACCOUNTANCY 

DEPARTMENT OF CONSUMER AFFAIRS 


STATE OF CALIFORNIA 


In the Matter of the Accusation Against: 

HIGHPOINT PARTNERS, LLP 
257 S. Fair Oaks Ave. #210 
Pasadena, CA 91105-2050 

Certified Public Accountancy Partnership 
Certificate No. PAR 6935 

Respondents. 

Case No. AC..,2010-30 

OAH No. 2011031309 

STIPULATED SETTLEMENT AND 
DISCIPLINARY ORDER AS TO 
RESPONDENT HIGHPOINT 
PARTNERS, LLP ONLY 

DECISION AND ORDER 

The attached Stipulated Settlement and Disciplinary Order as to Respondent HighPoint 

Partners, LLP only, is hereby adopted by the California Board of Accountancy, Department of 

Consumer Affairs, as its Decision in this matter. 

This Decision shall become effective on )~;tN.)1, J- 0 LJ 

It is so ORDERED f11ctvt 3Q J-0 /3


I f 

~~ 'a)'"'~~
FOR THE CALI ORNIA BOARD OF 
ACCOUNTANCY 
DEPARTMENT OF CONSUMER AFFAIRS 
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KAMALA D. HARRIS 
Attomey General ofCalifomia 
GREGORY J. SALUTU 
Supervising Deputy Attomey General 
HELENE E. SWANSON 
Deputy Attorney Genaral 
Stnte Bar No. J30426 

300 So. Spl'ing Street, Suite I702 
Los Angeles, CA 90013 
Telephone: (213) 620-3005 
Facsimile: (213) 897·2804 

Attorneys,fbr Complainant 

JlEFORE TJ:m 
CALJFORNIA BOARD 01? ACCOUNTANCY 

OEPAR'l'MltNT Olr CONSUMER AI?li'AIRS 


STATE OJ? CALI.FORNIA 


In the Matler of the Accusation Ag~tinst.: 

TH(>M.AS IWWARD HART 
257 S. Ftiir Oaks Ave. #21.0 
P~sudena, CA 9J105-2050 

Certified Public Accmn~hmt License No. 56052 

and· 

l:UGHI,OI.NT I,ARTNERS, 'LLP 
257 S. Fair Oaks Ave. #210 
Pasudena, CA 911 05·2050 

Certified Public Accountancy Purtnership 
Ce!·tificate No. PAR 6935 

Respo~dents. 

Case No. AC-2010·30 

OAH No. 2011031309 

STIPULATED SETTLEMENT AND 
DISCJ.PLINARY ORDER AS TO 
l~ESPONDENT 1-JJGHPOJNT 
l,ARTNitRS, LLP ONLY 

11-------------------~--------~ 

IT IS HEREBY STIPULATED AND AGREED by and between the p~uties to the above-

entitled proceedings thnt the following matters a!'e true: 

PARTIES 

~. Patti Bowers (Complainant) is the Executive Officer ofthe California Board of 

· Accountancy. She bt·ought this action solely in her official capacity and is rep1·esented in this 

matter by Kamala D. Harris, Attorney General of the Stat.e ofCalitomiu, by Helene E. Swanson, 

Deputy Attorney General. 

STIPULATED SETTLEMENT (AC·2010·30) 
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2. Respondent HighPoint' Pat'f:ners, LLP (Respondent) is represented in lhis proceeding 

by attorney Stephanie Sessions Perkins, Esq., whose uddress is: 

CHAPMAN GLUCKSMAN DEAN ROEB & BARGER 

11900 W. Olympic Blvd., Suite 800 

Los Angeles, CA 90064~0704 

3, On or about December 8, 2004, the California Boar'd of Accountancy issued Ce1·tificd 

Public AccounL~UlCY .Partnership Certit1cnte No, 6935 t() Highpoint Partners, LLP. The certificate 

was in tilll fol'ce and cftect nt ull times relevunt to Lh~ charges brought herein, and has been 

renewed and is valid. (Highpoint Partne1·s, LLP shtlll be !'eterred to herein as "Respondent"). 

JURI.SDICTJON 

4. On or abO\ll J\l~le 4, 2012, First Amended Accus~1tion ~o. AC-2010~30 (Accusation)· 

was filed be(bl'e the California Board of Accountancy (CBA), Depattment ofConsumet· Affairs, 

~md is currently pending against Resio11dent. 'I11e Accusation. and tdl other statutorily requir.ed 

documents were properly served on Resp<)l1dent. Respondent timely filed its Notice of Deibnse 

 contesting the Accusation. 

5, A copy ofAccusation No. AC~20 10-3 0 is atta~hed as Bxh ibit A aild incorporated 

het·ein by t•eference. 

ADVISEMENT AND WAIVERS 

6. Respondent bus carefully read, fully discussed with c<;~unsel, and undersLUnds the 

charges and nllegations in Accusation No. AC~20 I0-30. Respondent has also ·careJ:Uily read, ft1lly 

discussed with counsel, and understands the efiects of this Stip·ulated Settlement and DisciplinarY. 

·order. 

7. Respondent is fully aw~\re of its iegal rights in this matter, including the right. to tl . 

hearing on the charges and allegat.ions in the Accusation; the right to be represented by counsel at 

its own expense; the right to conti·ont and ·cross-examine the witnesses ugainst it; the t'ight to 

p!'esent evidence and to testify on his own behalf; the right t:t) the issuance of: subpoem1s to compel 

the uttendance of witnesses and the production of documents; the l'ight to reconsideration and 

2 
STIPULATED SETTLEMENT (AC-2010-30) 
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court review of: an adverse decision; and nil other rights accorded by the California 

. :Administn1tive Procedure Act and other apr>licable laws. 

· 8. Respondent volumarily, lmowingly, and intelligently waives and gives up each mid 

. eve.J'Y right set forth aboye. 

C:ULPABILITY 

. 9. Respondent understands and agi·ees that the chat'ges in Accus~Jtion No. 2010-30, if 

pr·oven ut ~~ henringj would constiMe cause for imposing discipline tlpon its Ce1·tified Public 

Account~mcy Pmtnership Cert.li1cate No. 6935. 

10. For the pur·pose of t"esolving the Ac.~cusation without the expense and tmce.rtninty of 

·further proceedings, Respondent does not admit the chctrges contained in the Accusat·ion but 

agrees tht\t its Certitie~ Public A~countar1cy Partnership Certificate No. 6935 is subject to 

discipline and Respondent agrees to be hound by the CBA 's probationary terms us set fo1·th in the 

Disciplimu·y Order below. 

CONTINGENCY 

II. This stipulation shall be subject to tlpproval by the Califomia Boar9 ot'Accotlntancy. 

Rc.spon~cnt Lmdcrstands and agrer;:s that counsel for Comphunant and the stuff of the California 

Board of Accountancy may communicate dit·cctly with the CBA regtwdi.ng this stipulation and 

settlement, without notice to or patticipation by Respo11dent: or its counsel. By signing the 
. . 

stipulation, Respondent ul1Cierstands and agrees that it may not withdraw its agreement or seek to 

rescind the stipulation prior to the time the CBA considers and tlcts upon it. Jfthe CBA fi~its to 

adopt this stil;u!ution as its Decision. tmd O.rder, the Stipulated Settlement and Discipli11ai'Y Ot·der 

shall be ·of no Ioree ot· eff-ect, exc~pt for this paragraph, it shall be inadmissib'le in any legal !lCtion 

between the parties, tlnd the CBA shall not be disqualified fi·om filrther action by having 

cor1sider·ed this maUer. 
. . . 

12." The par·tics undct·stand and agree that fucsi.mile copies of this Stipulated Settlement 

and DisciplinAry Order, including facsimile signatures t11ereto, shall h~wc the san~e force und 

effect as the originals. 

3 
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STIPULATED SETTLEMENT (AC·2010-30)

13. This Stipulated Settlement and Disciplinary Order is intended by the parties to be an 

· integrated writing represe11ting the complete, finHI, and exclusive embodiment of their agreement. 

 . 

ll supersedes m1y ~'lld all pdor or contemporaneous agreements, tmderstandings, discussions, 

negotiations, and commitments (WI'itten or oral). This Stipulated Settlement and Disciplinary 

Order may not be altered, amended, modified, supplemented, or otherwise ch~mged except by n 

writing executed by an auil~orized rep1·esentative ofea.ch ofthe pal'ties. 

14. In consideration ofthe ibregoing admissions and stipulations, the par.ties agree that 


l'tle CBA muy, without ftn:ther notice Ol' fot'mal proceeding, issue a11d enter the following 


Disciplhuu·y Order: 


·OISCI.PLINARY ORDI~R 

IT IS HEREF3Y ORDERED that Partnership License No. 6935 issued ~o Respondent 

Highpoint. Partners LLP (Respondent) is t'evoked. However, the !·evocation is stayed and 

Respondent is placed on probation for three (3) yem·s on the following tenus and condition~. 

!. Obey All Laws 

Respondei1t shall obey all lMeral, California, other states' ~lnd locnllaws, including those 

rules relt11·ing to Lhe practice. of public acco\mtancy in California. 

·2. Cost Reintbli1·seme11t 

Respondent shall reimburse the CBA $5,628.30 for its investigation and prm;ecution costs. 

The payment sh~lli be made within 60 days ofthe dMe the CBA's decision is iinai. 

3. Submit Written Reports 

Respondent sl~all submit, within I 0 days of completion of the quarter, written repol't'S to the 

'CBA on a fbrm.obtained fi·om tho CBA. The respondent shall submit, under penalty ofperjury, 

such other wl'itten repo~·ts1 declarations, U!Jd verification of actions as arc roql.ti.rcd, These 

dechmtions sh~1ll colltain statements l'elntive to respondent's compliance with all the terms a.nd 

conditions ofptobation. Respondent sh~11l immediately exec~1te allJ·elease.ofinformation t'orms 

!lS may be required by the CBA or its representat·ives. 

4. l'er·sonal A.ppe~mmces 

Respondent shall, during the period of probation, appear in person at interviews/meetings as

http:5,628.30
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STIPULATW SETTLEMENT (AC·20J0-30) 

 

 

 

 

direc'ted by the CBA ot its designated representatives, provided such notification is accomplished

bi a timely manner. 

5. Comply With .Probation 

Respondent shall fully comply with the terms and conditions of the probation imposed by 

the CBA and shall cooperate fully with representatives of the California Boani of Accountancy in

its monitol'ing and investigation of t·he respondent:'s compliance with probari'on terms and 

conditions. 

6. Pn1cticc Investigation 

Respondent shall be subject to, and shall permit, a practice· hwestigatio'n of the respondent's

pi'Ofessionnl pnlct·ice. Such a practice investigation shall be condLlcted by representatives of'the 

CBA, provided notification of such review is accompl.ished in a timely manner. 

7. Comply With Citations 

Respondent shall comply with all final orders resulting fi·om citations issued by the' 

California Board of Accoun.tapcy. 

8. Tolling o.f Probation fot· Out-of-State Residence/Practice 

.In the event respondent should leave California to reside or practice outside. this state, 

respondent must notify the CBA in writing of the dates ofdeparture and retum. Periods ofnon-

Calitornia residency o1· practice m.1tside the stare sh~11lnot apply to reduction ofthe probationary 

period, or of any suspension. No obligation imposed herein, il1cluding requirements to file 

written reports, reimblu·se the CBA costs, and make restitution to consumers, shall be suspended 

or othcrwis~ affected by such periods ofout-of-state residency or practice except at the written 

direction ofthe CBA. 

9. Violation of Pl'obntion · 

If respondent violutes probation in tlny respect, the CBA, u'fter giving respondent notice and

an opportun.ity to be heard, may revoke prob!ttion and carry Ollt the disciplinary order that was 

'st!1yed. lf~111 accusation Ol' a petition to revoke probation is filed ugainst respondent during. 

probation, the CBA shall have continuing jurisdiction until the matter is final, and the period of 

probation .shall be extended until the matter is final. 
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The CBA's Executive Officer ma.y issue a cit:u.t:iOlll.mdeJ' Ca1ifbrniu Code ofRegLilatkms, 

Section 95, to a licensee fol' a violation of a term or condition contained in a decision placing that 

liqct~see on pmbaticm. 

10. Completion of Prob~ttlon 
Upon successfi.ll completio11 ofpmbation, respondent's license will t1e :lblly restMed. 

11 , Peer Review 

Dul"ing tl~e period ofpt·obation, all aud·it, review, and con~pilation repotts and work papers 

shall be s~1bject to peer 1·eview by n Bom·d·l'ecognizecl peer review ))I'Ogram provider pum1ant to 
q 

California Business und Professions Code Section 5076 and Cali!brnia Code ot'Regulations, Title 

· 16, Division I, Al'licte 6, at respondent's expense. The specific engagements ~o be reviewed shall 
. . 

bent the discretion of the peer reviewer. The peer review sh111l be completed within n period of 
. . 

time designated and.specified in writing by lhe CBA or it.~ designee, which time· fh'une shall be 

incorpor~lte~j t~s a e<>nd ilion of this probHLion. 
. . 

Within 45 days ofthe peer review report being accepted by a Board~recognized peer review 

progl'nm pt·ovicler, respondent sball submit to the CBA a copy ofthe peer review report, including 

tuty mnterials documenting the prescdption oft·emedial or coi·rective actions imposed by the 

Board..:t·ecognized peer i·eview pr<lgntm provider. Respondent shall nlso submit, if' available, any 

matcl'ials documenting completion ofany ot· all ofthe.presoribed remedi111 ot· corrective tlctions. 

ACCEPTANCE' 

· 1 hnve oarell!lly read the above Stipulated Settlement and Disciplinary Order and have ft11ly 

discussed it with my attorney, Stephimie Sessions Perkin~•. Esq. I understand tJ1e st.ipulation and· 

the effect it will have on the P!ll'tnel·ship. 1 enter ..i.11to this Stipulated Settlement and Disciplinary 

Order voluntadly, knowingly 1 and intelligently, and ag1'ee to be bound by the Decision and.O!'der 

http:successfi.ll
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I have read ~111d full~ discu~sed wit~~:J;f::J!..l-.~~fr~tJ fl(_)a Partner of Respondent.. 

. Hi~JlPoint· Partners, L.LP, the terms and conditions and other m~\lters contt~in<::d in the above 

St·ipulated Settlement and Disciplim1ry Order, l. approve its form and content. 

DATED ·dscLJ=::, 
-~~-

"tv
~S~~pl~~rn~ie~S~e~s~si~oJ-1s~-l~'e--rrkJ~.n-s,~J~js-·q-.--------~-----
\:, 

-
CHAPMAN GLUCKSMAN, et ~1!. 
Attorney for Respondent, HIGHPO'JNT PARTNERS, 
L.LP 

ENDORSEMENT 

The foregoing Stipulated Settle·inent and Disqiplinary Order is hereby respectfully 

submitted tbr consideration by the California Board of Accountancy ofthe Department of · 

Consumer Afl'airs. 

DHted: April_fQ__ , 2013 Respectfully submitted, 

KAMALA D, HARRIS 
Attorney General ofCalifol'ni.a 
GREGORY .J. SALUTE 
Supervising Deputy Attorney General 

y~z.t.J~

HELENE E. SWA.NgON 
Deputy Attorney General 
Attorneysfor Complainant 

LA20 I0503 I 3 9 
51213294.doc 
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\ ! 1 KAMALA D. HA.RR:rs 

Attorney General ofCalifornia 

GREGORY J. SALUTE 

Supervising Deputy Attorney General 

HELENE E. SWANSON 

Deputy At~orriey General 

State Bar No. 130426 


300 So. Spring Street, Suite 1702 · 

Los Angeles, CA 90013 

Telephdne: (213) 620-3005 

Facsimile: (213) 897-2804 


Attorneysfor Complainant 
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.In the Matter of the Accusation Agaillst: 


THOMAS EDWARD HART 
257 S. Fair Oaks Ave. #210 
Pasadena, CA 91105-2059. 

Certified Public Accountant License No. 

56052 


and 

HIGHPOINT PARTNERS, LLP 

257 S. Fair.Oaks Ave. #210 

Pasadena, CA 91105-2050 


Certified Public Accountancy Partnership 

Certificate No. PAR 6935 · 


. Respondents. 

Case No. AC-2010-30 

FIRST AMENDED ACCUSATION
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' 21 
 Complainant alleges: 
' ; 

PARTIES 

1. Patti Bo~ers (Complainant) brings this Accusation solely in her officiaJ capacity as 

·the Executive Officer ofthe· ~alifornia Board ofAccountancy, Department ofConsumer Affairs~ 

2. On or about May 1.1, 1990, the California Board ofAccountancy issued Certified 

Public Accountant License Number 56052 to Thomas Edward Hart. The License expired on 

September 1,.2008 
' 

and; effective March 29,2009, 
' 

was renewed through August 31', 2012. The 
' ' .
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AG

lic:;ense was in full force and effect at all times relevant to the charges brought herein, with the 

ex~eption ofthe period oftime when it was expired froin September 1, 2008 to March 28, 2009 .. 

3. On or about December 8, 2004, the California Board ofAccountancy issued Certified 

Public Accountancy Partnership Certi:ficat~ No. 6935 to Highpoint Partners~ LLP. The certificate 

. was in full force and effect at all times relevant to the charges brought herein, .and ~as been 

renewed and is valid for the period oftime from January 1, 2011 ~hrough December 31, 2012. 

·(Thomas Edward Hart and Highpoint Partners, LLP shall be referred to herein as '~Respondents") . 

JURISDICTION 

4. This Accusation is brought before the California Board ofAccountancy ~oard), 

.Department of Consumer Affairs, under the authority ofthe following laws. ;All section 

references are to the Business and Professions Code unless otherwise indicated. 

5. Section 118, subdivision (b), of the Code provides tha:tthe s~spension, expiration, 

surrender or cancellation ofa license during the period within which the license may be renewed, 

restored, reissued or reinstated· shall not deprive the Board ofjurisdiction to proceed with a . . . . 

.disciplinary action. 

6. Section 5050. states: 

. "(a) Except as·provided in sub~ivision (b) and (c) ofthis section, in subdivision:(a) of 


Section 5054, and in Section 5096.i2, no person shall engage in the practice ofpublic 

. . 

ac.countancy in this state 'unless the person is the holder ofa valid per-mit to practice public 


accountancy issued by the board or a holder ofa practice privilege pursuant to Article 5.1 


(conunencing with Section 5096)."· 


7. Section 5062 ofthe Code. provides that a licensee shall issue areport which confo~tns 

to pr~fessional standards upon completion ofa compilation, review or audit offmancial 

statements. 

8. Section 5097 provides as follows: 


"(a) Audit documentation shall be a licensee's records of the procedures applied, the tests 

. . 

performed, the information obtained; and the pertinent couclusions reached in an audit 


engagement>. Audit documentation shall include, but is not Iill).ited to, programs, analyses, 


--·----·----···-·-~~~~~~~~~~~~·~2~~~~~~~~~~~~~~~~~ 
Accusation · 
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AccusationO- 00028 

mem9randa, letters of confirmation an&representation, copies'or abstracts of company. . 

documents, and schedules or commentaries prepared or obtained. by the licensee. 

(b) Audit documentation shall contain sufficient documentation to enable a reviewer with 

relevant knowledge and experience, having no previous connection with the audit engagement,. to 

~derstandthe nature, timing, extent, and results ofthe auditing or other procedures performed; 

evidence obtained, and conclusions reached, a.n:d to determine the identity of the persons who . 

performed and .reviewed the· work. 

· (c) Failure ofthe audit documen~ation to document the pro~edures a:pplied, tests performed,· 

e~dence obtamed, and relevant conclusions r~ached in an engagement shall raise a presinnption 

~at the procedures were not applied, tests were not performed, information was not obtained; and. 

relevant conclusions wer.e not reached This presumption shall be a r~buttable pr~sumption 

affecting the bu;rden ofproof relative to tp.ose portions ofthe audit that are not documented as· 

required in subdivision (b). The burden may be met by a preponderance ofthe e~d~nce. 

(d) Audit docum~ntation shall be maintained by a licensee for the longer of the following: 
. . . 

(1) The m.iD.imum period ofretention'provided in subdivision (e). 

(2) A period suffi.cient.to satisfy professional standards and to comply with applicable:· laws

imd-re~lations. 
. . 

(e) Audit documentation shall be maintained for a minimumcifseven years·which shall be 

extended during the pendency ofany board investigation, disciplinat)r action, or legal acti~n 

jnvolving the lic'ensee or the licensee'~ firm. The. board may adopt regulations to establish a 
. . 

different retention period for specific categories of audit doc~enta:timi..~here the board finds· 


 

that the nature ofthe docUmentation warrants it. 


(f) Licensees shall maintain a'Written documentation retention and destruction policy tliat 

shall set forth the licensee's practiCes and procedures complyi1;1g with thi~ article~'' 

9. Section 5100 states: · . 

"After notice ·and hearing the board may revoke, suspend, or refuse to renew any permit or 

certificate granted under Article 4 (commencing with Section 5070) and Article 5 (commencing 

l 

http:suffi.cient.to
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it 

it 
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with Section 5080), o~-may censure the holder ofthat permit or certificate for unprofessional · 


conduct ~at includes;. but is not limited t~, one or ariy combinati<:>n ofthe follow~g causes: 


(c) Di,shphesty, fraud, ~oss neglige:q.ce, or repeated neg.ligent acts committed in the same or 

different engagements, for the same or. differel?-t .c~ients, or' an:y ·combination of engagements or 

clientS, each resulting in a violation of applicable professional standards that indicate a laok 'of 

competency in the practice ofpublic accountancy or in the perfo~ce ofthe bookkeeping_ 

operations described in. Section 5052. 

(e) Violation ofSection 5097. 

(g) Willful violation ofthis chapter or any rule or regulation promulgated by the board 

under the authority gran,ted.under this chapter.·" 


. REGULATORY PROVISIONS 


10. Califo~ia Code ofRegulatio~s, title 16, Section 58, states: · 


·"Licens~es engaged in the l?~actice ofpublic accou:lltancy shall comply with all applicaole
. . 

professional standards, including but not limited to generally accepted accounting principles and

generally accepted auditing standards." 

11. California Code ofReguiations, title 16, Section 68.2, states: 

"(a) To· provide for the identification ofaudit documentation, audit documentation shall 

include an' index or gui~e to th~ audit documentation whichidentifies the components ofthe aud

documentation. / 

(b) In additiort to the r¢quiremeiits ofBusiness.~d Professions Code Secti~m ?097(b), aud

do·cumentation shall provide the date the document or working paper was completed by the 
. . . . 

preparer(s) and any reviewer(s), and shall.include the identity ofthe preparer(s) and any 

reviewer(s). 

. . (c) Audit documentation shall include both the report date and the date ofissuanc~ ofthe 

report." 
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12. California Code of Regulations, title 16, Section .87, states: 


"(a) 80 Hours .. 


. As a condition fonenewing a license in·an active status, alicensee shall complete at least . 

·so hours ofqualifying continuing education as described in Section 88 ill_the two-year period 

immediately preceding license expini.tion, and meet the reporting requirements described in · 

Section 89(a). A licensee engaged in the practice ofpublic accountancy as defined in Section 

5051 ofthe Business and Professions Code is required to hold a license irian active status. No 

carryover of continuing education· is permitted from one license renewal period to another." 

..... 

(d) Accou.Jiting an~ Auditing. Continuing Education Requirement. 

A licensee. who engages in planning, directi~g, performing substantial portions ofthe work, 

or reporting on an audit, review, compilation, or attestation service, shall complete 24 hours ofthe 

· 80 hours ofcontinuing education required pursuant to Sll;bsection (a) in the course subject matter 

pertaining to financial statement preparation and/or reporting (whether such statements are 

prepared on the basis ofgenerally accepted accounting principles or other comprehensive bases of 

. accounting), auditing, reviews, compilations, ·industry accounting, attestation services, or .. · 

assurance services. this continuing education shall be completed in the same two-year license 

renewal periodas the report is issued~ Ifno report is issued beca'Q.se the fmancial statements are · 

not intended for use by third parties, the continuing education shall be completed in the same two

year license renewal period as the fmancial statements are submitted to the client. 
. . 

(e) A licensee who must complete continuing education pursuant to subsections (c) and/or 

'(d) ofthis sect1on shall also complete an 'additional ~ight hours of continuing education 

specifically related to the detection and/or reporting of fraud in fmancial statements. This 

continuing education shall be part ofthe 80 hours of continuing education required by subsection 

(a), but shall not be part ofthe continuing education required by subsections (c) or (d). 

(g) Failure to Comply. 

http:beca'Q.se
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A licensee's willful failure to comply with the requirements. of this section shall constitute 

cause for disciplinary action pursuant to Section 5100(g) of the Accountancy Act." · 
. . 	 . 

13. · California Code ofRegulations, title 16, Section 87.7, states: 

.'~(a) In order to renew a license in anactive status a licensee 'shall, :within the six years 

preceding the licen~e expiration date; complete a continuing 'education course on the provisions of

the Account~ncy Act aild the Board ofAccountancy Regulations, application to current practice, 

arid other rules ofprofessioiuil conduct. Such course shall be approved by the Board prior to the 

.licensee receivmg continuing education credit for the course and shall. be a minimum of 8 hours .. 

The eight hours shall be counted towards the 80 hours required pursuant toSection 87." 

PROFESSIONAL STANDARDS· 

14. The standards ofpracti'ce pertinent t() this Accusation and the engagements at issue 


include, without limitation: 


A. Generally Accepted-Auditing Standards (GAAS) issued by the American Institute of 
. 	 . . 

Certified Public Ac~ountants (AICPA): The ten.general, fi~ld work, and reporting standards 

outlined by GAAS (AU §150), which are interrelated, are discussed in the Statements on. 

Auditing Standards (SAS). The SAS are codified, by "AU" number, in the AICPA's Codification 

ofStatements on Auditing Standards. Among the SAS relevant herein, i!J. addition to AU § 150 

which sets forth the Generally Accepte.d Auditing Standards are: AU §311.19 and §311.20 

(Plarining and Supervision- The Audit Plan), AU §316.83 (Consideration ofFraud in a Financial 

Statement Audit- Documenting the Auditor's Consideration of Fraud), AU §329.0'1 (Analytical. . 	 . . 

Procedures), AU §330.04, §330.06 and §330.35 (The Confrrmation Process- Definitiori·ofthe 
' . ' . 	 . 

Confirmation Process, Relationship ofthe Confirrilation Procedures to the Auditor's Assessment 

ofAudit Risk, and Confrrmatioil ofAccounts Receivable);AU §337.06 and §33'7.08 (Inquiry ofa 

Client's Lawyer Concerning Litigation, Claims and Assessments- Audit Procedures and Inquiry 

of a Client's Lawyer), and AU §508.08 (Reports on Audited Financial Statements). 

COST RECOVERY 

15. · Section 125.3 ofthe Code provides, in pertinent part, that the Board may request' the 

a~ministrative lawjudgeto direct a licentiate found to have committed a violation or. violations of 
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the lice:q.sing act to pay a suin not to exceed the reaseinable 'costs ofthe investigation and. 

enforcement ofthe case. 

-16: Se~tion 5107, subdivision (a)) ofthe Code states: 

"The· executive officer cifthe board may request the administrative law judge, as part ofthe 
' ' 

proposed decision in a disciplinary proceeding, to direct any holder ofa permit or certificate· 

found to have committed a violation or violations ofthis chapter to pay to the board all reasonable 

costs of investi!5ation and prosecution ofthe case, :induding, but riot lirriihid to, attorneys' fees. 

The board shall not recover costs incurred at the administrative hearing." 

FIRST CAUSE FOR DISCIPLINE 

(Gross Negligence} 

17. . Respondents are subject to disciplinary action t'lnder Sections 510.0, subilivision (c) 

and 5156, in that Respondents committed gross negligence, in the perfonnance ofan audit for : 

S.A. Kitsinian, ·Inc ..(''K.itsinian"), for the years ended December 31, 20.06 and 2007. The audits 

ofKitsinian contained.extreme departures from generally accepted auc;Hting standard& ~d 

reg1,1la~ory requirements.· The sp,eci:fic acts and standard~ ofpractice. that were violated, that 

collectively ponstitute woss negligence, are as follows: 

a. The audit report for Kitsiniap does not have a title that includes the word 

"independent'' as required by AU 508.08. 

b. · The audit report does not identify the relating Statement ofRetained Earnings. 

· c. The audit report: does not contain a statement that the. financial statements are 

the responsibility ofthe company's mana~emeni.-

d. . The audit report does not identify the country oforigin as the United ..States of 

M1eri~a (orti.s.) ofthe generally accepted auditing standards in b~th-tJ:ie ope~in~ and opinion 

paragraphs,'.and does ·not contain a s~atement th.at the audit was conducted iD. accordanc~ with 

those standards. 

e. Respondents issued an auditor's opinion· for Kitsinian for the fiscal years 

endmg 2006 and 2007, when, the notes to. the financial statements failed to ·meet' professional 

s~andards, ~s follows: 

... - .......... 'ir.----:-________7_____--:---..;__---------f 
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1. Nate 4. The note on ''Related Party J'ransactions" does not disclose ui 

the·not~ nor .in the Financial Statements the amount due from related parties as ofthe date _ofeach 

·balance sheet presented; 

2. · Not~ 8·. The note on "Commitments" does not disclose future minimum 

lease payments in the aggregate and for each Of the .five 'succeeding years. The disclosure . 
. . . 

pr_ovides only four years of :future minimum lease payments without an aggregate (SFA~ No. 57, 

paragraph 2); 

3. Balances ofthe Long-tei.m D~bt are presented in the Balance Sheet, but 

there is no disclosure on the Long-term Debt (S~AS .No. 47); 

4. There-is no disclosure for cash paid for interest and income taxes on the· 

Statement ofCash Flows or mthe Notes to the Financial Statements (SFAS No..-95, paragraph 

121); . 

5. Footnote on the financial statements indicates,"See Accountant's 

Compilation Report". The footnote states that the fmancial statements were not a~dited, yet an . 

audit report was issued. It should be· stated as ."See Independent Auditor's Report". 

· 6. Note 4. The note ori ''Related Party-Transactions" states "Outstanding .. 

balances· relating to these sales are presented as the receivable from related party in the 
. . 

accompanying balance sheet''. Receivable from related party ofat least $63 0,23 7 for the year 

ended December 3 i, 2006 .(as it ~ presented in the Statement ofCash Flows) is not presented in 

the Balance Sheet. 

7. Note 7. The note on Income Taxes for 2006 does .. not agree to the amoun

shown on the fmancial statemen,t, in that the D,ote provides for income taxes of$1,209 for 2006, 

yet provis1on for incom~ taxes presented on the. Statement of Income and Retained Earnings 

shows $800 for 2006. 

8. . Note 6. The note on Property and Eq~.ipment for 2007 and 2006 does no

~gree with the amount shown on the fniancial statement, in that the note shows $273,433 for 200

and $355,299 for 2006, yet the Balance Sheet presents $302,892 for 2007 and $340,218 for 2006
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f. Respondents' workfug papers did not contain a written audit plan or any

documentation ofanalytical p;rocedures being used (in conjunction with AU Section 150); 

g. There is no documentatio~ that Respond_ents sent a letter of audit inquiry to ~e

client's law)rer or obtamed a response ther~from~ as required by AU S~ctions 329.01,. 337.06 and 

337.08. 


h. · There is insufficient documentation showing that procedures were performed to 

afford a reasonable basis. for an opinion regarding th~ financial stateme:nts, There is insufficient 

documentation that any audit evidence was gafuer~d to con~ the ~counts recei~able. balance 

of.$2,569,603 when the total assets are $4,511A57 as ofDec~mber 31, 2007, as req~ed py ~U 

Sections 150, 330.06 and 330.35. 

. i. Respondents failed to docu~enthis consid~ration offraud in the audit, in that 
 ' 

here is no documentation showing that Respo:o.dents considered-material misstateiD:ent(s) caused 

y fraud while conducting ~e audit, as required by ~U Sections 3i6.83. 

SECOND CAUSE FOR DISCIPLINE 

(Repeated Acts ofNegligence)· 

18. Respondents are subject to ~isciplinary_action under Sections 5.100, s:ubdivision (c) 

n that Respondents co~itted repeated acts ofneglig~nce, in the performance ofan audit fo:J," 
. . 

itsinian, for the years ~nded.Decemb~r 31, 2006 and 2007. The circumstances ofthis violation 

re set forth in Paragraph 17(a)-(i), above, which is incorporated by reference as though set forth 

ully. 


TIDRD CAUSE FOR.DISCIPLINE 

(Violation of Professional Standards) 

19. Responde~ts are subject to disciplme pursuant-to Code section 5100, subdivision (g), 

n conjunctiqn with California Code ofRegulations, title 16, sectiQn 58, in that Respondents 

illfully violated applicable professional standards. The circnmstances ofthis violation are set 

or~h in Paragraph 17(a)-(i); above, which is incorporated by reference as thougp. set forth fu~ly. 
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FOURTH CAUSE FORDISCIPLINE 


(J;i'ailure to Issue Reports in Accordal)ce with Profess~onal Standards) 


20. Respondents ate 'subject to discipline pursuant to Code sections 5100, subdivision (g) 

~d 5062, in th~t'Respondents issued auditor's reports that failed to confor~ t~ professipna.J. · 
. . . 

stan~ards, as more fully discussed' in Paragraphs 17(a)-(i) and 19, above, .which are incorporated 

by reference. as though set forth fully. 

FIFI'H CAUSE FOR DISCIPLINE 


(Lack of Sufficient Audit Documentation) 


21. Respon:dentS are subj~ct ~o disciplinary action under Sections 5100, subdivision (e) 

nd 5097, subdivisions (a)~(f), in tha~ Respondents'. audit documentation did not ~ontain 

suf~cient documentation to enable a reViewer to understand the nature, tim!ng, extent, and results. 

oftlie.auditing procedures performed, evidence obtained, and conclusions reached, and under 

California Board ofAccotintancy Regulations Section 68.2, fu that respondent's audit 

documentation did not include an· index or guide which identified the co:ttlponents ofthe audit . 

oc~entation. Complainant incorporates by reference the allegations set forth in Paragraph 

17(~)~(i) above, as though set forth fully. 

SIXTH CAUSE FOR DISCIPLINE 


(Lack of' Continuing Professional Education Basic Requireni:ents) 


22. R~spondent Thot:nas Hart is subject to discipline pursuant to Code section 5100, 

ubdivision (g), and· California Code.ofRegulations, title 16, Sf)ction 87 (d) and (e) •. and 87. 7, in 

hat Respondent marked on his August 2006 and 2008 license· renewal forms that he did not 	 · 

o~plete the required 8-hour Profession~! Conduct an4 Ethics (PC&E) c~ntinuing educ~tio~ (CE) 
. . . 	 ' 

ourse, and on the August 2008 license renewal forin, th!it he did not complete the required 8~ 

our fraud CE course. Respondent failed to complete.24 hours ofAccounting and Auditing 

A&A) CE, eight hours·~ffraud CE, and eight hours ofPC&E CE prior to his August 31, 2008·. 

icense renewal date. Respondent d~d not ·eomplete eight hours ofPC&E CE until March ~0, 

009, 24 hours ofA&A CE Un.til June 5, 2009, and eight hours offraud CE'until May 20, 2009 .. 
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Therefore, Respondent failed to tnnely complete the requisite continuing professional education 
. . 

(CPE) specified by said regulations. 


SEVENTH CAUSE FOR DISCIPtiNE ·. 


(Practicllig ~ithout A Vall~, Unexpired Accountancy License)·: 


23. Respondent Thomas HBrt is subJect to disciplinary act!o'n under Sections 5050, 

subdivision(a), in that he practiced public .accountancy with· an expired license froin Septemb_er 

1, 2008 through March 28, 2009 .. Respondent· aclmowledged his license expired ar~und August 

. 31, 2008, and was not renewed until on or after March 2.9. ~009, However, the continuing 

education deficiencies were not completed, corrected and effective until August 3, 2009: 
. 	 . 

Complainant inc_orpqrates by reference the allegations set forth in P~agraph 22 above, as thqugh 

~et forth fully. 

PRAYER 

WHEREFORE, Complainant requests that a hearing· be heid on the matters her~in alleged, 

and that follow~g the hearing, the California Board ofAccountancy issue adecision: 

1. Revoking, suspending or otheryvise imposing discipline upon Certified Public 


Accountant License Number 56052, issu_ed to Thomas Edward Hart; 


2.· Revokihg, suspending or otherWise imposing discipline up~n C~rtified Public . 

Accountancy Partnership Certificate No. 6935 issued to Highpoint'Partners, LLP; 

3. Ordering Thomas Edward Hart and Highpoint Partners, LLP, jointly ~d.severally, to 

pay th~ California Board ofAccoM.tancy the r~asonable costs ofthe investigation and 

~P.:ror?ement ofthis case, pursuari.t to Business and Professions Code sections 125.3 and 5107; 

·and 

4. Taking such other and further actio 

DATED: lo/4[{20/72=
I I. P.A: TI 0 R · 

Executiv~ Officer 
California Board of Accountancy 
Department of Consumer Affairs 
State of California 
Complainant 

LA2010503139 
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